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SUBJECT: EVALUATION OF STATISTICAL INFORMATION ON 

TERMS OF TRADE 
REF: CARACAS 2715 

1. EMBASSY IN REFTEL REQUESTED STATISTICAL INFORMATION 
TO SHOW TRUE SITUATION OF TERMS OF TRADE BETWEEN 
INDUSTRIALIZED AND DEVELOPING COUNTRIES. COMPARING 
STATISTICS AND PRICE INDICES ON MANUFACTURED GOODS 
AND VARIOUS RAW MATERIALS AND COMMODITIES TRADED BY 
INDU STRI ALIZEDND DEVELOPING COUNTRIES GENERALLY CANNOT 
GIVE A CLEAR OR ACCURATE PICTURE OF TERMS OF TRADE EVEN 
BETWEEN TWO COUNTRIES. TERMS OF TRADE MEASUREMENTS 
ARE NOTORIOUSLY DEFICIENT. ARGUMENTS OVER THEIR USE- 
FULNESS AND VALIDITY HAVE BEEN GOING ON FOR MANY YEARS 
IN FORUMS LIKE THE UNCTAD. BUT DESPITE THEIR QUESTIONABLE 
BASIS, TERMS OF TRADE ARGUMENTS WILL CONTINUE TO BE 
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USED WHEN THEY SUPPORT POLITICAL ARGUMENTS. AS YOU 
SURMISE, WASHINGTON AGENCIES HAVE BEEN GATHERING 
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TOGETHER INFORMATION ON THIS SUBJECT FOR THE UNGA 
SPECIAL SESSION. WE ARE AIR POUCHING TO YOU THREE 
PAPERS DEALING WITH TERMS OF TRADE TRENDS IN COMMODITY 
PRICES, AND TERMS OF TRADE INDICATORS. THE EMBASSY 
MAY AT ITS DISCRETION DRAW UPON THESE PAPERS TO DISCUSS 
THE PROBLEMS OF TERMS OF TRADE ANALYSIS WITH ECONOMISTS 

AND OTHER OFFICIALS AT THE POLICY LEVEL IN THE 
VENEZUELAN GOVERNMENT. 

2. ASIDE FROM QUESTIONS OF STATISTICAL VALIDITY. THE 
TERMS OF TRADE INDEXES PUBLISHED BY THE UN OR 
COMMONLY COMPUTED FROM UN EXPORT UNIT VALUE AND EXPORT 
PRICE INDEXES DO NOT SUPPORT MANY OF THE EXTREME 
STATEMENTS OFTEN MADE IN THE HEAT OF DEBATE REGARDING 
THE PLIGHT OF LDCS. IN ADDITION, THEY INDICATE THAT 
DURING 1972 AND UP THROUGH THE THIRD QUARTER 
OF 1973 (LATEST DATA AVAILABLE), THE TERMS OF TRADE 
INDICATORS, FOR WHAT THEY ARE WORTH, WERE TURNING 
IN FAVOR OF THE LDC'S. KISSINGER 
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